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INDEPENDENT AUDITORS' REPORT

To-the Board of Directors
Reconcile New Orleans Inc:.
New Orleans, Lomswna

Report on the Consolidated Financial Statements

We have aud1ted the accompanymg consohdated statements of financial position of
Reconclle New Orleans, Inc. (RN 0) which comprise the consohdated statement'of financial

.. posmon as of December 31, 2012 and 2011,.and the related consolidated statements .of
activities, functional expeiises and cash flows. for the years then ended and the related notes
to the consolidated financial statements,

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in. accordance with accounting principles generally accepted in the
United States of America; thi§ includes. the. design, iinp]ementat_ion, and maintenance of
internal control relevant to the preparation and fair presentation of-consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

[
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INDEPENDENT AUDITORS' REPORT
(CONTINUED)

Tothe Board of Directors
Reconcile New Orleans, Inc..
New Orleans, Louisiana

Auditors’ Responsibility

Our responsibility is to express.an. opmlon on the consolidated financial statements.based on
our audits.. We conducted our :audits in accordance with auditing standards generally
accepted in the. Unitéd States of America and thie standards applicable to financial aiidits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States of America. Those standards require that we plan and perforim the. audit to
obtaiii reasohable assurance about whether the consohdated financial statements are: free
from material misstatement.

An audit involves performing:procedures.to obtain audit evidence about the amounts and

disclosures in the consolidated financial stateinents. The procedures selected depend on the

auditor’s. Judgment, including the assessment of the risks of matefial misstatement of the

consolidated financial statements, whether due to fraud ‘or érror. In making those risk

assessments;, the auditor considers. mt_erngl control rélevant to RNQ’s preparation. and fair

presentation of the.consolidated firiancial statements'in order to-design audit procedures that
are appropriate:in the circumstances, but not for the purpose of expressing an opinion on'the
effectiveness:of RNO’s internal control. Accordingly, we express.no:such opinion. An audit
also includes evaluiting the apptopriateness of accounting policies uséd and the
reasonableness of significant accounting estimatés made by management, as well as
- evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtamed is sufficient and appropriate to provide.

a basis for our-audit opinion.



INDEPENDENT AUDITORS' REPORT
(CONTINUED)

To the Board of Directors
Reconcile Néw Orleans, Inc.
New Orleans, Louisiana

Opinion

In our opihion, the:consolidated financial statéments previously referred to present fairly, in
all material respects, the consolidated financial position of RNO as of December 31, 2012
and 2011, and the changes ‘in its consolidated net asséts, consolidated statements of
functlonal expenses and its ‘cash flows for ‘the years then ended in accordance with
accounting principles generally acccpted in the United States of Amenca '

Other -Repomngqum_‘re,d by. ’Gov_emm ent Audttm_g Standards

In accordance with Goveriiment Auditing Stardards, we have.also issued a report dated
September 30,2014, 0n.ourconsideration of RNOQ's internal conitrol over financial reporting
and our tests of its compliance with certain. provisiors of laws; regulations, contracts, and
giants agreements and other miatters. The purpose of that report is to-describe the scope of
our testing of internal control over, financial: reporting and compliance and.the results.ofthat. -
testing, and not to provide an opinion on the internal control over financial reporting.or on.
compliance. That report is an integral part of an audit performed in- accordance w1th
Government Auditing Standards, and should be read in conjunction. with. this report in.
considering RNO’s internal control over financial reporting and. compliance.

Bruno £ Tcevwalo— LY

BRUNO & TERVALONLLP
CERTIFIED PUBLIC ACCOUNTANTS
New Orleans, Louisiana

September 30, 2014

ZBruno & Tervalon ur 3

%;—— T Certified Public Accountants



RECONCILE NEW ORLEANS, INC. _
CONSOLIDATED'STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2012 AND 2011

Total liabilities and net assets

$6.241.692

2012 2011
ASSETS
Current Assets: o
Cash (NOTES 3 and 14) $ 6'68',69§ $ 740,986
Amounts:receivable (NOTE 12) 360,738 412,096
Prépaid.item and other assets’ 7,926 - 8352
Investments (NOTES'7 and 14) - -0- 1.328.509
Total current assets 1,037:360 2,489,943
Noncutrent assets:
Note recéivable (NOTE. 21) 1,170 835 -0-
Property and eqmpment, net (NOTE'9) 4 033 4033497 719.374
Total noncurrpnt-assets 5.204 332 » _1719:374
‘Total assets | $6:341:692 $3.209.317
o LIABILITIES
Current liabilities: E .
Amounts and other: payables (NOTE 17) $ 464,943 33,246
Salaries, taxes and thhholdmg payables - 138,044 3,581
Notes payable sicurrent’ portxon (NOTE 18y 5,315 -0-
_ Construction loan payable (NOTE 19) 915 S88. . 12.815
Total current Liabilitiés 1423:890. .__49.642
Noncurrent libilities: .
Notes payable (NOTE 18) 899717 . -0-
Total:noncurrent Liabilities -899.717 _-0-
- Total liabilities 2.323,607 49.642
Commitments and:contingencies (NOTE 10)
NET ASSETS
Unrestricted 1,557,100 608,200 -
Temporarily restricted (NOTE 14) 2,360,985 2.551.475
‘Total net assets. 3.918.085 3.159.675

53200317

The accompanying notes are an integral part of these consolidated financial statements.
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'RECONCILE'NEW ORLEANS; INC.

CONSOLIDATED STATEMENTS OF -ACTIVITIES.

FOR THE YEARS ENDED DECEMBER-31,.2012 AND-2011

Support: ,
Grants (NOTE'8)
In-kind revenueé (NOTE 11)

Total. support

Revenues:
Restaurunt sales
Catering salcs
Contributions and donitions
Dividend and interest income (NOTE 7)
Realized gain/unrealized (loss) on
investments (NOTE 7)
Fundraiscrs
Other
Nct assets released from restrictions

Total revenucs
Total support and revenucs
Expenses:
Program services
Management and general
Fundraising
Total expenses
Change in net assets

Net asscts, beginning of year

Net assets, end of year.

- 2012---—- =
Temporarily
Unrestricted . Restricted
Net -Assets Net.Assets Total
$1,196,380- $ -0-. $ 1,196,380
1.596: -0-- . 1,59
1,197:976 - -0- 1.197.976
166,142 -0- 166,142
76,449 -0- . 76,449
616,576 50,000 666,576
- 32,620 -0- 32,620
26,050. -0- 26,050
63,059 -0- 63,059
. 27,994 -0- " 27,99
240,490 (240:490) -0-
1.249.380 (190.490) _1.058.890
2,447.356 :(190,490) 2.256,866'
1,045,823 -0- 1,045,823
418,262 -0- 418,262
34371 0: 34371
1,498,456 -0- - 1,498:456°
“948,900 (190,490) 758,410,
608:200 2.551:475. _3.159.675
$1.557.100 $:2.360.985' $:3.918,085:

‘The:accompanying notes:are an integral'part of these consolidated financial statements.

e e m—— e ——— e -

201 1-:
Temiporarily
Unrestricted .Restricted

Net Asscts Net Assets Total
$ 299,579 $. -0-  § 299,579
18132 -0- 18,132
317,711 -0- 317,711
406,863 -0- 406,863
140,180 -0- 140,180
430,207 1,118,673 1,548,880
30,507 -0- 30,507
(23,430) -0- (23,430)
56,700 -0- 56,700
4,960 -0- 4,960
147.409 (147,409) -0-
1,193,396 971,264 2.164.660
154,107 971,264 2,482,371
992,419 -0- 992,419
368,213 0- 368,213
54,750 -0- 54750
1415382 -0- 1,415,382
95,725 971,264 1,066,989
512:475 1580211 2,092,686
$_ 608,200 $2,551.475 $3,159,675



RECONCILE NEW ORLEANS, INC.

‘CONSOLIDATED STATEMENTS OF FUNCTIONAL EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 2012. AND 2011

Cost of sdles-food and beverage
Salaries
Employee benéefits
Student stipends
Payroll processing fees
In-kind cxpense (NOTE 11)
Contractual services-and

professional fees

Occupancy
Supplies
Insurance
Depreciation
Building and equipment repairs
Telephone:
Bank service charges
Advertising
Travel
Grant writing expense
Printing
Credit card fees
Equipment and technology

‘Page total

S— 2012 2011
Program 'Management. R Program- Management ,
Services and General Fundraising Total  Services and General Fundraising Total
$102,603 § -0- $.-0- § 102,603 $149324 § -0- $  :0- $ 149,324
565,314 124,384 4,994 694,692 352,034 126;054 -0- 478,088
95,297 o 22,353 - -0-. 117,650 63,088 22,690 -0- - 85,778
101,666 -0- 0-. 101,666 146,803 0- -0- 146,803
-0-. 7,778 <0- 7,778 -0- 7,043 -0- 7,043
1,596 0- -0- 1,596 2,150 5,742 10,240 18,132
22,886 19,438 -0- 42,324 20,555 56,977 -0- 77,532
47,982 4,208 10,863 63,053 43,427 22,654 18,580 84,661
32,363 3,601 8,352 44316. 28,312 12,134 0- 40,446
-0- 13,698 0= 13,698 -0- 20,330 -0- 20,330
0- 17,364 0= . 17,364 -0- 19,555 -0- 19,555
-0- 17,822, -0- 17,822 -0- 13,252 -0- 13,252
2,586 1,230 1,350. 5,166 4,292 2,077 1,112 7,481
-0- 1,654 0= 1,654 -0- 1,650 -0-. 1,650
6,281 0- 0- 6,281 2,368 -0- -0- 2,368
12,985 3,183 5,095 21,263 9,623 5,141 5,365 20,129
-0- 75 0- .75 9,455 0- -0- 9,455
0- 435 2,499 2,934 9,200 0- 3,519 12,719
5,121 -0- - -0- 5,121 8,362 -0- -0- 8,362
0- 20,244 --0- _ 20244 ~ -0- 25132 -0- 25,132
996,680 257.467 33,153 1,287,300 848,993 340,431 38,816 1,228,240

The:accompanying nOteSza'recaniqteg_t;il.pa,rbof;’thcse,conSoli‘datéd}ﬂr’ianc;ial statements.



FOR THE YEARS ENDED DEEEMBER 31, 2012 AND 2011

_ ~ RECONCILE NEW ORLEANS, INC. |
CONSOLIDATED STATEMENTS OF FUNCTIONAL:EXPENSES, CONTINUED.

Meals - employee

Meals - student

Student assistance cxpense
Mentoring

Contract.- labor
Assessment

Inspections

Uniforms

Drug testing

Postage and delivery

Staff training and development
Dues and subscriptions
Fees:and permits

Design and production-
Events

. Management fees.

Other

Total

S ---2012 2011
Program  Management. Program. Management
Services ‘and General Fundraising Total -Services and General Fundraising Total
$ 0 % 8045 § 0- § 80458 27414 § 9,632 $ -0- % 37,046
8,911 - -0- L0- 8911 69,605 0- -0- 69,605
19;402 -0- -0- 19,402 -0- -0- -0- -0-
-0- Q- 0- -0- 8;405 - -0- -0- 8,405
0- 65,395 20- 65,395 10,447 0- -0- 10,447
0- -0- 0= -0- 2,300 -0- -0- 2,300
-0- 475 =0- 475 -0- 1,441 -0- 1,441
11,577 0- 0= 11,577 19,965 -0- -0- 19,965
8,965 0- - -0- . 8965 4,290 0- -0- 4,290
0= 436 1,203 1,639 0- 268 805 1,073
288 2,497 0= 2,785 1,000 2,882 -0- 3,882
0- 8,240 0= 8,240 -0- 5,232 :0- 5,232
-0- 2,196 -0- 2,196 -0- 669 -0- 669
-0- 9- -0- -0- -0- 474 - -0- 474
0= 0- 15 - 15 -0- _-0- 15,129 15,129
--0- 30,000: 0- - 30000 . -0- -0- -0-. -0-
-0- 43,511 -0- 43,511 -0- 7.184 -0- 7,184
$1,045.823  $_418.262  $34.371 .$1.498.456 $992:419 $368.213 $54,750 $1,415.382

The accompanying notes-are an.integral part of these.consolidated financial statements.



RECONCILE NEW ORLEANS, INC.
CONSOLIDATED STATEMENTS OF CASHFLOWS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

2012
Cashiflows from operating activities:
Change in net assets’ ‘ $ 758,410
Adjustments to reconcile change in net assets
to net cash provided by -operating:activities:
Unrealized loss on investment -0-
Dcprecia’ti'o’n o 17,364
Changes in.assets7and liabilities:
Decrease (mcrease) in prepald item. and
otler-assets 426
Increase in‘amounts and other payables 431,697
Increase (decreasg) in: 'salariés, taxes and
~ withholding payables - 34,463
‘Decrease (increase) in amotints receivable - 51,358
Net-cash provided by operatingactivities 1.293.718
Cashflows from ixn_yestihg«-a'cti\'ities:
Acquisition;of investments - =0-
Rehabilitation of property and acqu1smon ’
of equipinent- o (3,746;463)
Proceeds from sale of mvestments 1,328,509
Sale of propeity and. eqmpment .-414.976
Net cash us ed -m_{mvestingfac_:'t‘iﬁti‘es- (2.002,978)
Cashflows from financing activities: . »
) Proceeds from notes payable 1,807,805
Qrigination ofloans {1.170.835)
Net cash provided by financing activities 636, 970
Net increase (decrease)'in cash (72,290)
Cash, beginning of year 740.986
Cash, end of year S 668.696
Interest expense paid during the year ended $ -0-

2
—
it

$1,066,989

23,430
19,555

(2.832)
21,822

(800)

(394.711)

733453

(497,103)
(94,348)
-y

O-

(591.451)

12,815
0-

12.81'5
154,817
586.169

$_740.986

3 -0-

The:.accompanying notes are an integral part of these consolidated financial statements.



RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE1-

BACKGROUND AND GENERAL DATA:

Reconéile New Orleans, Inc, (RNQ) was established on October 21,2002,
via-the.changing of the corporate:name from LSF Foundation named Desire,
Inc., incorporated on January 10, 1997.

RNO’s. mi’ssio’n follows:

« RNO transforms the lives of young-adults and the commumty through
the ministry of reconciliation.

We do this by:
. -Encourag_i'ng personal growth,
. Providing workforce development and training,
. Promoting entrepreneurship, and

. Workmg with businesses, non-profits and people of faith to
L support thiis. transformation,

Core Values,

At RNO we b_‘c]i_eveal in the power of reconciliation to help us overcome
poverty; préjudice-and fear. We work to make things'whole, and to celebrate
and-pursue:a.shared vision of hope -and prosperity for all people.

. People‘of all races, cultures, and experiences can come together to
pursue and achieve the common goals of spiritual, soc1al and economic
enrichment and success for all people.

+ Community members working togéther can effectively conibat poverty,
prejudice-and fear through programs inspired by love, compassion, and
the principle.of self-help.

». Youngpeople can have a voice in constructive change rather than being
displaced by change.



RECONCILE NEW ORLEANS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE1- BACKGROUND AND GENERAL DATA, CONTINUED:
Cores Values, Continued

. T.ogether' we can be a model for inner city renewal, education, and
shared success.

These beliefs are guided by a set of core values that:includé:

Reconciliation - overcoming poverty, prejudlce and fear
Spirituality - teaching lifé’s lessons through love

Hope - providing educational and economic opportunities for youth
Self “Respect - developing self-worth through holistic: development:*
Edication - learning through hands-on work

Collaboration. - working through partiierships

Self-efficacy - transformation through-experiencing success.

~ Specifically, RNO’s goals iriclude the p‘tov’-isiqn-of:.

-« Educational opportunities ‘and guidance: to-earn “GED” .and literacy

proficiency; and

« Individual contact with each student to boost self-esteem, maturlty and
social graces. :

'RNO parmch with-the following organizations in the:accomplishment of its
mission:

» Immaculate Conception Jesuit Church

». New:'Orleans Province-of the Jesuits.

* Culinary Training Program developed:
-- Ten week intensive on-the job training course;.
-- Life skills instruction curriculum and discussion groups; and
-- Planning and mentoring for future career opportunities.

10



RECONCILE NEW ORLEANS,; INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 1 -

NOTE 2-

BACKGROUND AND GENERAL DATA, CONTINUED:

Consolidated Financial Statements

For the years ended December 31, 2012 and 2011, the consolidated financial
statements include the accounts of RNO and its wholly owned subsidiaries
Café Reconcile Landlord, LLC, Reconcile New Orleans Investments, LLC and
.01% of Café Reconcile Tenant LLC owned and managed by Reconcile New
Orleans Investments, LLC.

All significant inter-company balances have been elunmated at the
consolidated financial statement level. ’

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Pﬁn‘ci_bles of Consolidation

The. consolidated financial statements include RNO’s wholly owned
subsidiaries for which it has direct authority to determine-the financial and
operating functions.

The assets, liabilities, revenue and expenses of the individual subsidiaries are
fully consolidated. All intercompany balances and transactions are eliminated
at the consolldated financial statement level.

Cash

For purposes of the consolidated statement of cashflows, RNO considers all
highly liquid investments with a maturity of three months or less when
purchased to be temporary cash investments. At December:31,2012 and 2011,
RNO had no temporary cash investments.

Contributed Services
Contributed services are recognized if the services received create orenhance
nonfinancial assets or require specialized skills, and would typically need to

be purchased if not provided by donation. Contributed services for the years
ended December 31, 2012 and 2011, were $-0- and $2,150 (see NOTE 11).

11



RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 2-

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED:

Property-and. Equipment

Land, building, building improvements, furniture, fixtures and equipment are
recorded at cost or-estimated cost. Donated itéins feceived are recorded at the
fair value at time of receipt. RNO capitalizes-all fixed asset acquisitions of
$1,000 and over. When no historical records .are available, fixed assets are
valued at estimated historical cost. When assets are retired or otherwise
disposed of; any tesulting gain or loss is reflected’in income for the period

Eqmpment purchased with grant funds that revért to, the fundmg source are
expensed at time of acquisition without cons1dcrat10n of cost.

The ¢osts.of: ndrmal maintenance. and rep'a‘irs that do: not add to the value dfan

Buildings, building improvements, furn’iﬁiré and fixtures, 'equi'p‘ment‘ and

vehicle are depreciated using the stralght line method usmg the following
estimated useful lives:

: Estimated Useful
Assets ‘Lives:in Years
Buildings | : 20
Building improvements ' 15
Furniture and fixtures 5
Equipment ' 7
~ Vehicle 5

Income. Taxes

RNO is a not-for-profit organization exempt from federal income taxes under
section 501(c)(3) of the Internal Revenue*Code.

Principles of Accounting
The financial statements of RNO are prepared in accordance with accounting

principles generally accepted in the United States of America and o1 the
accrual basis.

12



RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 2-

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED:

Basis of Presentation -

For the years endéd December 31, 2012 and 2011, RNOQ followed the
requirements of Financial Accounting Standards Board Accounting Standards
Codifications (ASC)-Section 958-205, Not-for-Profit Entities Presentation of

Financial Statements in the presentation of its financial statements. Under

ASC958-205,RNO is requlred to report, as applicable, mformatlon regarding
its consolidated financial position and consolidated activities according to
three classes of nef assets: unrestricted, temporarily restricted and permanently

restricted net assets. I addition, RNO is required to present a consohdated

statement of cash flows.
A description of the net asset categories are as follows:

Unrestricted Net Assets

Unrestricted net ‘assets. include funds not' subject to donor-imposed
stipulations. The:fevenués received and expenses incurred in conducting,

the. nnssmn of RNO are mcluded in‘this category.

Temporarily Restr.lcte‘d Net-Asse’ts=

Temporarily restricted net assets include glfts and:contributions for-which
donor-lmposed restrictions have not been met. Some income is reflected

in temporarily restricted net assets until utilized for donor-1mposed<

restrictions.

Perma nen;lyRestﬁ cted .Net Assets

Permanently restricted net assets:are contributions whi¢h ate required by

d0nor-impos'_¢d restriction to be invested in perpetuity and only the income
be made available for program operations in accordance with the donor
restrictions.

13



RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 2-

SUMMARYOF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED:

Unconditional Promises to Give

Ih accordance: with ASC Section 958-205 Not-for-Profit Entities, Revenue
Recognition, RNO.reports contributions as recognized when the donor makes
a promise to:give to RNO that is, in substance, unconditional. Contributions
that are restricted by the donor are reported as increases in unrestricted net
assets if the restrictions expire in the year in which the contributions are
recognized. All-other'donor-restricted contributions are reported as increases
n tcmporanly or permanently restricted net assets. depending on the nature of
the restrictions. When a-restriction expires, temporarily- restrlcted net assets.

. are reclassified to unrestrlcted net assets.

RNO 'uSes the allowance method to ‘determine unco'llectible uncon&htlonal‘.

promises to. give: . At December 31, 2012 and 2011, the allowances.for

uncollectlble promlses to give were:$- O-
Confrfi'bu't'ions‘
RNO reports: all ‘contributions in:accordance with the reqmrements of ASC

Séction 958-605, Not-for-Profit Entities, Revenue Recognition. As’ such;
contnbutlons received aré-recorded as unrestricted, temporarily restricted, or

permanently restricted support depending on the existence and/or nature of

donor restrictions.

Receivables.

Receivables.are charged to bad debt when management deems. uncollectible.

At December 31, 2012.and 2011 allowance for doubtful accounts wére $-0-.

14



RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 2-

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED:

Funding.

RNO is the recipient of grants and contributions from various organizations,

individuals: and a Federal agency.
Estimates,

The preparation of financial statements in conformity with accounting
principles generally accepted in the United Stites of America requires
manageinent 'to- make estimates- and assumpnons that affect the. reported
amounts of assets, liabilities and disclosure of contingent assets and liabilities

at the:date of the financial statemeénts. Accordingly,:actual reported amounts

of revenues and expenses durmg the reportmg penod could dlffer from those
estimates. - .

Functional Kllocatioh of Expenses

‘The costs of providing the various programs and ‘other activities have been

summarized on a;functional basis in.the consolidated statement of activities.
Accordingly, certain costs have been allocated among the programs,
matiagement and:general, and fundraising:services benefitted.

- Investments -

RNO has adopted ASC Section 958-320, Not-for-Profit Entities, Investments
in Debt and Equity Securities. Accordingly, under ASC Section. 958-320
investments held are recorded at their estimated. fair market value in the
statement of financial position.

Reclassifications

Certain reclassifications have been made to align 2011 to 2012 financial
statements.

15



‘ RECONCILE NEW ORLEANS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL:STATEMENTS, CONTINUED

4

NOTE 3 -

Description.
Cash:on hand

ASH:

Cash consist of the following:

Interest
Rate (%

N/A

General operating

account

N/A

Capital project account ~ N/A
Capital project operating

account

NOTE 4 -

NOTE S -

N/A

Total

Maturity

N/A

N/A.

N/A

N/A

2012 o 2011 :
Carrying  .Estimated - Carrying Estimated
Value Market Value Value Market Value
$ 71,675 ¥ 71,675 $ 72,450 $ 72,450 -
298,595 298,595 592,197 592,197
200 " 200 76,339 76,339
298026 208.226 :0- -0-:
$668,696 $668.696 - $740.986 $740.986

The carrying amounts of cash, receivables, investments, prepaids, amounts and

CONCENTRATION OF RISK:

salaries-payable, and other obli gations approximate fair value.because of the
-short maturities of these items.

The primary'ﬁmdin'g sources for RNO ai‘e restaurant and catering sales and
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grants. If the amount of ﬁmds received from sales:and other funding sources
fall below operating levels, RNO’s operating- results could be adversely
affected.



RECONCILE NEW ORLEANS, INC.

NOTES TO THE:CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE6 -

NOTE 7 -

RISK MANAGEMENT:

RNO isexposed tovarious risks of loss related.to toits, theft of, damage to and
destruction of assets, for which RNO carries commercial insurance. Liabilities
are reported when it is probable that a loss has. occurred-and the amount of the
loss-can be reasonably estimated.

INVESTMENTS;

At Decermiber 31, 2012 and 2011, investmierits consisted of certificates of
deposit and corporate bonds stated at estimated fair market value as follows:

2012~

Estimated
Fair
Interest  Maturity Carrying Market.
 Descfiption Rate (%) Date Value _ Value
N/A NA . 'NA. N/A N/A
2011
Estimated
B Fair
7 Interest  Maturity.. Carrying Market
Description - Rate (%) Date_ Value Value:
Certificate of Deposit 1.10 09/11/13 $100,000 $100,000
Certificate of Deposit © 130 03/ 17/ 14 : 100,000 100,000
Certificate of Deposit .85 03/18/13 98,000 98,000
Certificate of Deposit 1.00 09/18/12 100,000 100,000
Certificate of Deposit 1.25 05/05/14 50.000 50,000
Subtotal - certificates of deposit _ 448.000 448:000

17



RECONCILE NEW ORLEANS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE7- INVESTMENTS, CONTINUED:

2011
Estimated
Fair
: _ Interest Matirity Carrying Market
Description : Rate (%) Date Valite Value
Corporate Bonds: - ‘ ‘
Capital One Financial Co.. 2.125 07/15/14 '$ 90,376 $ 88846
Chartér One:Bank 6.375 05/15/12 152,245 151,185 -
Energy Transfer Partners 6.00 07/01/13 106,203 . 105,273
Fifth Third Bank 4,75 02/01/15 53,043 51,794 -
Goldman Sachs Group, Inc. 5.15 01715/14 106,420 101,903
JP'Morgan Chase.& Co: 1.65 "09/30/13 100,595 100,718
Bank of New York Mellon’ 2.95 06/18/15 78,804 77,719
HSBC Finance:Corp. 3:90 04/15/15 . 51,079 48,791
American Express Co: 2.75 09/15/15 66,082 65,345
Bank of America.Corp: STEP 10/31/14. 90.679 __ 88:875
Subtotal corporate bonds" _ 895526 _ 880.509°
Grand: total ‘ $1.343.526  $1.328,509

The:foﬂowmgtschedulé‘smn}arizes the investmentréturn. and its classification
_ in the statement of activities for the-years ended December 31, 2012 and 2011+

2012 12011
Dividend and intefest on investments $32,620 $ 30,507
Realized gain/unréalized (loss)-on - :
investmerit 26.050 (23.430)
Total investment return, net $58.670 $__7.077

NOTE 8- GRANTS:

During 2012 and 201‘1,', RNO recognized grant awards in the amount of
$1,196,380 and $299,579.
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RECONCILE NEW ORLEANS, INC. ,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 9 -

Land

Buildirig and building
improvements

Vehicle

Furniture-and:fixtures

Equipmeit.

Constryction in progress

Other assets
Total

Less: accumulated
«depreciation

Net

Land

Building and building -
'improvemenits

Vehicle

Furniture:and fixtures

Equipment

Construction int progress

Total

Less: accumulated
depreciation

Net

PRQQPERTY AND EQUIPMENT, NET:

At December 31, 2012 and 201
following;:

1, property and equipment consisted of the

19

‘ —— 2012 : :
Balance Balance _
Januaryl, 2012 Additions  Other Disposal Decembei31, 2012
$270,627 $ 0- 8 -0- $ (09 $ 270,627
51,773 20- -0- (51,773) -0-
6,547 0- -0- (-0-) 6,547
120760 - . 0-  (18,634) (2,126) 0
55771 83,066 18,634 (21,036) . 136435
401,167 3,662,753 -0-  (401,167) 3,662,753
-0- __644 -0- Q- 644
806,645 3,746,463 -0-  (476,102) 4,077,006
(87271) __(17:364) <{0- 61,126 - (43.509)
. $719.374 $3.729.099 $__ 0: $(414:976)  $4.033497
‘ : 2011, _
Balance _ : Balance
January 1. 2011  Additions Other ~ December 31, 2011
$270,627 $ -0 $-0- $270,627
51,773 -0- 0- 51,773
6,547 -0- 0- 6,547
2,126 18,634 0- 20,760
52,283 3,488 -0- 55,771
328,760 72.409 2) 401,167
712,116 94,531 () 806,645
(67.902) (19.555) 186 (87.271)
$644.214 $.74.976 $184 $719.374




RECONCILE NEW ORLEANS, INC.

'NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 10 -

NOTE 11 -

NOTE 12 -

COMMITMENTS AND CONTINGENCIES:
RNO is a recipient of grants which are governed by contractual agreements.

The -administration of the programs and activities furided by the grants are
under the control and administration of RNQ -and subject to audit and/or

review by the: appl'icable funding source. Any grant or award funds found to
benot properly spent in accordance with the terms, conditions and regulations:

of the. ﬁmdmg source-may be subject torecapture.

IN-KIND REVENUE (EXPENSE):

At December 31, 2012 and 2011 in-kind consisted of contributed. services,
'prmtmg, design, production, mentoring -and meals totalmg approximately

$1,596 and $18,132.

OUNT RECEIVABLE:

At December_ 31, 2012 and 2071 amounts recelvable con51sted of the

followmg
2012 2011
Ac_c:rued interest and dividend _
receivable. $ -0- $ 11,110
Contributions receivable 183,950 377,213
Grants receivable 150,951 23,710
Other g 25.837 63
$360.738 $412,096
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RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 13 -

RELATED PARTY TRANSACTIONS:

During 2008, RNO participated in real estate housing projects. Also,
participating in a venture was Reconcile New Orleans Development

_ Corporation, LLC (RNO, LLC). As aresuit of the referenced housing project,

one (1) employee of RNO purchased one-of the two (2) parcels of real estate
developed with RNO, LLC holding a $30,000 debt to be forgiven over an
affordability period of fifteen (I'S) years.

RNO currently owns the land on which the 1631 Oretha Castle Haley
Boulevard building is located. Further, RNO has a master land lease
agreement with Reconcile Landlord LLC (sole ownef RNO) expiring on
December31, 2044 fora minim1‘1111'annual rent of -$12~‘ 000.

Reconcile Landlord, LLC owns the building and nnprovements located at 1631
Oretha Castle Haley Boulevard

On September'30, 2011, Cafe Recoricile Landlord LLC was mcorporated as:
a limited hablhty company authorized to transmlt business in the State of

Louisiana. Cafe Reconcﬂe Landlord, LLC has as its'solé owner, RNO.

Further, on September 28, 2011, Reconcﬂe New Orleans Investments, LLC -
‘was incorporated as a lifnited lability company with its sole owner, Café

Reconcile Landlord, LLC.

Reconéile New Orleans Investments, LLC owns :01% of Café Reconcile
Tenant, LLC established on September 28, 2011 :and is.also'its manager. Café
Reconcile Tenant, LLC has joirt ownership of which 99.99% is owned by
TAC Historic Tax CreditFund 2011, LP in the building locatedat 1631 Oretha
Castle Haley Boulevard. '

In a historic tax credit agreement dated November 8, 2011, Café Reconcile
Landlord, LLC subject to the terms of the referenced agreement was to file an
election with respect to the buildin_g located at 1631 Oretha Castle Haley
Boulevard to transfer the historic tax credit to Reconcile Tenant, LLC pursuant
to the provisions of Section 501(d) of the Code and Section 1.48-4 of the
regulations.
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RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 13 -

NOTE 14 -

RELATED PARTY TRANSACTIONS, CONTINUED:

On November 8,2011, RNO-executed a promissory note with Café Reconcile

Landlord LLC (sole owner RNO) in the amount of $765,828 to rehabilitate

and construct a new addition located at 1631Oretha Castle Haley Boulevard.
The note is collateralized by a certain real estate described as 1631 Oretha
Castle Haley Boulevard.

The note bears a 0% interest rate and the éntire principal balance is payable in

full at the earlier of December 31, 2041 or upon sale or refinance. of the

project. The present value of the note is recorded using a discount rate of 6%.

Further, RNO on November 8, 201 1 executeda promlssory note with a related
party Café Reconcile Landlord LLC for'the sumn of $350,000 with interest:at
2 5% for a perlod of tlme from closmg to: matunty The terms of the loan calls'

at matunty on Decembet- I 2042 At December 31 2012 and 2011 total .
amount of the loan commitment ' disbursed was $133,889 and $-0-,
fespectively. :

TEMPORARILY RESTRICTED NET ASSETS:

The restrictions on net assets.at December 3 1,2012 arerelated to net-assets for

‘which the donor-imposed-restrictions.have niot been met. Restrictions on.riet

assets at December 31, 2012 and 2011 are related to funds raised through
RNO’s:capital campaign fund for the renovation of its existing office building,

RNO executed an agreement that commits 99.99% ownership in its building
to an investor. Part.of the agreement requires the acquisition of tax credits.
(State-and Federal) in the amount of approximately $1,395,822 expiring oh
December 31, 2013. RNO has a five (5) year payment schedule with the
investor. In addition, RNO was awarded a State grant to provide partial
funding in the renovation of its building. Further, RNO received loans from
various entities used to fund the renovation of the building for which it owns
01%.
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RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 15 -

NOTE 16 -

NOTE 17 -

INCOME TAXES:

RNO files an exempt tax return, as such its filed tax returns for the three (3)

years ended Decemiber-31, 2012 and 2011 are subject to examination by the
IRS.

SUBSEQUENT EVENTS:

statement of ﬁnanmal posmon -date for potent1a1 recogmnon and/or d1sclosure-
intheaccompanying financial statements. RNQ performed such an cvaluatlon
through. September 30, 2014, the date on which the accompanying

coisolidated financial statements were available to be-issued; and noted no
subsequent events or transactions that occurred requmng recogmtmn and/or

disclosure.

AMOUNTS AND‘OTHER PAYABLES:

At Dccember 31,2012 and 2011 amounts and.other payables con51sted of the .

'followmg
Paymems 'tb-ver_l_dérs and others | '$464,943 $33.246
$464.943 $33.246




RECONCILE NEW ORLEANS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 18- NOTES PAYABLE:

On December 7, 2012, RNO-entered into a note

payable with a bank with simple interest assessed

on a variable rate'basis. The note is payable in full A
immediately upon lender’s demand. If no demand

is made, RNO will make in one payment all

outstanding principal plus all accrued unpaid

interest on Decermber 6, 2013. Regular monthly

payments.of all accrued unpaid interest is due.on

.each payment date, beginning January 7, 2013

and is collateralized by inventory. The outstandmg
balances.on the note were $5,315 and $-0-at _
Deceniber 31, 2012 and 2011, respectively, ~  § 5315 & -0-

Oni November 8,2011,. RNO executed promissory
‘note p‘ayable to Gulf Coast Housing Development,
Inc. in:the sum of $765,828 to bear an interest rate -
0f.0% for the period through maturity of December 31,
2041.. The entire principal balance of the note is-due:
‘and payable in full at-the earlier of December 31, 2041
or upon sale or refinance’of the loan. Further, RNO'is -
required to-pay administrative fee i the amount of
$10,000 annudlly on the last-day-of December for
a five year period commencing on 2010 through 2014,
The fee caps at $50,000.

The present value of the note is recorded using a -
discount rate of 6%. - 165828 -0-



RECONCILE NEW ORLEAN S, INC. .
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 18- NOTES PAYABLE, CONTINUED:

Also, on.November 8, 2011, RNO entered into, a.
note payable with New Orleans Redevelopment
Authority a public entity for $350,000 to
‘pay costs and éxpenses associated with the
rehabilitation of 1631 Oretha Castle Haley -
Boulevard with a stated interest rate of 2.5% per
annum. The note matures on the earlier of

~ the horrower’s sale or refinance of'the property
or fifteen (15) years from the date of issuance of
the building’s‘temporary or permanent certificate:
of occupancy, not to exceed sixteen.(16) years
from the date of the loan agreement. Such
payments shall commence one (1) year
followingi 1ssuance of a temporary or
permanent certificate of occupancy. The loan
shall be payable in monthly installments. -
At December 31, 2012 and 2011, the
‘Gutstandinig balances were $133, 889

 and $-0-, respectively. . $133.889 . §. -0
Total notes payable L 905032 -0
Less current portion of notes payable ' (5315) -0-

Total noncurrent portion of notes o
payable - _ : $899.717  $_-0-
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RECONCILE NEW ORLEAN S,‘I_NC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 18- NOTES PAYABLE, CONTINUED:
Future scheduled maturities of notes payable are as follows:

Years Ending December 31:

2013 - $ 5315
2014 13,596
2015 o 8,433
2016 \ 8,647
2017 8,865
Thereafter 860.176

Total. o $905:032

NOTE 19- CONSTRUCTION LOAN PAYABLE:
A‘mountrepreé)ents a,constlfuétign loaxi payable originated on Noyember 8,
2011 for $1,250,000 at 6% for a'teriniof fifty-threemonths.. AtDecember 31,
2012 and.2011 amount ddvanced-were $915,588 and $12,815, respectively.
NOTE20- SUBSIDIARIES DATA:
The statements of financial pds‘i_ﬁo‘ii ahd activities for the subsidiaries follows:

Statement of Financial Position

December 31,2012

Café »

Reconcile. Reconcile Café

Landlord, New Orleans Reconcile

LLC Investments, LLC Tenant. LLC
Total assets $5,204.659. $_-0- $2.500
Total liabilities 3.351.623 _-0- -0-
Total equity 1.853.036 _-0- 2,500
Total liabilities and-equity $5.204.659 $_-0- £2.500

26



RECONCILE NEW ORLEANS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 20 - SUBSIDIARIES DATA, CONTINUED:

Statement of Financial Position

December 31, 2011
‘Café
Reconcile .Reconcile Café
‘Landlord, New Orleans Reconcile
LLC Investments, LLC " Ténant, LLC
Total assels 812815 50 $.0
Total liabilities 12,815 0- _0-
- Total equity -0- _=0- 0=
Total liabilities and equity =~ - $12.815 $_-0: 8.0
Staterent of Activities.
For the Year Ended December 31, 2012.
Café
Reconcile Reconcile Café
Landlord,, New Orlearis Reconcile
LIC Investments, LLC Tenant, LL.C
Revenue ' $_-0- $_-0- $_0
Expenses =0 _0- —0-
—=0- $_0- §_-

Net S
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RECONCILE NEW ORLEANS, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS, CONTINUED

NOTE 20 -

NOTE 21 -

SUBSIDIARIES DATA, CONTINUED:

Statement of Activities
_ For the Year Ended December 31, 2011

Café: o
Reconcile Reconcile ‘Café
Landlord, New:Orleans Reconcﬂc

LG . Investments LLC Tenant LLCA
Revenue o 5_-0- $_<0- $_-0-
Expense‘s - : ~0- 0= b i
Net - 5 0 $0. 30
NOTERECEIVABLE

Notereceivableat December 31,2012 of $1,170;835 aind§'$'-‘0—‘ atn-Dec‘erﬁb’e'rB 1,

2011, fepresents finds advanced to Café Reconcile Tenant, LLC. by Café

Reconcile Landlord, ILC in connection with the 1631 Oretha.Castle Halcy
Boulevard construction project.

The note dated November 8, 2011 bears an interest rate of 2.5% beginning
December 1, 2012 through Novémber 30, 2022 (the “Interest Onily Period”).
During'the Interest Only Period, the loan shall also-be partially repaid durmg
the-years 2012,.2013, 2014, 2015, 2016 and 2017 with equity from the sale of
Federal Historic Tax Credits (the “Equity”). From the period of time
beginning December 1, 2022 until maturity (“Amortization Period”), the loan
shall be amortized monthly at the rate of 2.5%, with all remaining principal
and interest.due-at maturity.
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INDEPENDENT AUDITORS” REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPRLIANCE
AND OTHER MATTERS BASED ON AN AUDIT
~ ‘OF FINANCIAL STATEMENTS PERFORMED IN -
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Reconcile Néw Orleans, Inc.
New Orleans, Louisiana:

We have audited in- accordance with auditing standards ‘generally-accepted in the. Umted,

States of America, and the standards applicable to financial audits containedin Government

Auditing Standards 1ssued by the Comptroller General of the United States of America, the

consolidated financial: statements of Reconcile New Orleans, Inc..(RNO).as of and for the

year ended December 31,2012 and. therelated notesto the consolidated financial statements,
and have issued. our, repon thereon dated September 30, 2014,

Ihternai “ontrol Over Fihan‘ciﬁl.Re or=.tin‘

In planmng and performmg our audit, we con51dered RNO’s internal control :over ﬁnancml
reporting to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing.our opinion on the consolidated financial statements; but not for the

purpose of expressing ‘our opinion on the effectiveness of RNO’s internal control over

financial reporting. Accor('iingly, we do-not express an opinion on the effectiveness of
RNO?s intéernal control .over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and was not designed to identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses and therefore, significant deficiencies, or material weaknesses may exist that
were not identified. However, as described in the subsequent paragraph, we identified
certain deficiencies in internal control over financial reporting that we consider to be a
significant deficiency and material weaknesses.

4298 ELYSIAN FIELDS AVENUE 29 B424 L AKEQVER RL.

NEW ORLEANS, LA 70122
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED-ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARD
CONTINUED

Internal Control Over Financial Reporting, Continued

A deficiency in internal .control exists when the design or operation of a control does not
allow management or employees, in the normal course of perfonmng their assigned
functions, to-prevent, or detect and correct misstatements on.a tlmely basis.

A significant’ deﬁcwncy Isa deﬁcwncy, or a combination.of dCflClCnCICS in internal coritrol,
that is less severerthan a'material weakness, yetimportant enough to merit, attention by those
charged with governance. We consider the deficiency described. in the accompanying
Suimmary Schedule of Findings and Responses as item 2012-02 to be a significant
deficiency in internal control over financial reporting:

A matétial weakness is-d—_déﬁ’(:i_en‘cfy-, or acombination of deficienciés-ormaterial weaknesses
in internal control such that-there is a reasonablé possibility that.a:material misstatement of
RNO’s financial statements will not be prévented, or detected and corrected by RNO on.a
timely. basis, We consider the deficiencies described in the accompanying Summary

Schédule- of Findings and Responses as items 20]2 01 and 2012- 03 to ‘be material

weaknesses.

Compliance and Other Matters.

~ As part of obtammg reasonable assurance about whether RNO’s consolidated financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grants agreements, noncompliance
with which could have a direct and material effect on the determination of financiai
statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit and, accordingly, we do.not express such an opinion. The
results of our tests disclosed instances of noncompliance that are required to be reported
under Governinent Auditing Standards which are described in the accompanying Summary
Schedule:of Findings and Responses as items 2012-04, 2012-05 and 2012-06.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN
_ ACCORDANCE WITH GOVERNMENT AUDITING STANDARD:
(CONTINUED) |

RNO’s Response to Findings

RNO'’s response to-the findings identified in our audit is described in the accompanying
‘Summary S¢hedule of Findings and Responses under the caption “Management’s Response
and Planned Corrective Action” or “Current Status”. We did'notauditRNO?’s response-and,
accordingly, we express no opinion.on it. -

Purposé of this Rep'. ort

The-purpose of this report is solely to descnbe the scope of our testing of internal control
over financial reporting: and compliance-and the-results of that testing and not to provide an
opinion on the efféctiveness of RNO’: internal control over financial reporting or on

compliance: This report is .an integral part of .an audit performed in accordance with

Governinent. Auditing Standards ‘in considering RNO’s. internal control over financial
reporting and comphance Accordmgly, this communication is not suitable for any other
puipose.. Under Louisiana Revised Statute 24:513, th13 repart is dlstrlbuted by the
chlslatlve Auditor as a public document.

Bruwm ¢ Tevuado— LLP
BRUNO & TERVALON LLP

CERTIFIED PUBLIC ACCOUNTANTS
New Orleans, Louisiana

September 30, 2014

31

;e m e semte e — =



RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND-RESPONSES
FOR THE YEAR ENDED DECEMBER 31, 2012

Section I - Summary of Auditors’ Results

Financial Statemeiits
Type of auditor’s report issued: Unmodified
Internal coqt_rol;ovet*ﬁnancial" reporting:

+  ‘Material wedkness(es) identified? Yes

»  Significant deficiency(ies) identified? Yes
‘Non-compliance material to financial statements. noted: No
Federal Awards,

Internal control over major programs:

*  Material weakness(es) ideiitified? = ‘ N/A
»  Significant deficiency(ies) identified?

Type of auditor’s report issued on.compliance for major
programs: _ N/A

Any audit -ﬁndiggsrdj'scloscd that‘requircd to be reported
in accordance with Section 510(a) of Circular A-133? N/A

N/A - Not Applicable
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section I - Summary of Auditors’ Results, Coritinued

Identification of majorprograms: : ' N/A

Dollar threshold used to distinguish
between type A and type, B programs: A N/A

Auditee qualified as low-risk auditee? | N/A
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RECONCILE NEW ORLEANS, INC.

SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED

FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Financial Statement Findings and Responses

Reference Number

2012-01

Criteria:

Management. of RNO is responsible for the establishment of effective and efﬁcxent processes
and procédures for all finaficial transactions or economic events to ensure:the:complete and
accurate:preparation-of i its financial statements as required by Board policy..

Our-review of ‘the detall general ledger generated by RNO as of and for the year endedl
December 31,2012, revealed the following mgmﬁcant conditions:

Year end accruals were not completely reflected in the- accountmg records to
include an inistance where three (3) transactlons were mcorrectly accrued at

. Dccember31 2012.

Costsincurred for various grants received were incorrectly recorded as notes

receivablé. In one (I) instance loan funds from 4 funding source was

incorrectly recorded as grant revenue:

Note(si)" receivible recorded in the general ledger prior to thé effect of
adjustments for allowance for doubtful accounts in the amount of
approximately $4,100,000 was without the benefit 6f an executed document(s)
to support existence. An executed document was finally provided to us on
February 24, 2014. Further, we were unable to verify collectibility (valuation)
in recorded amount. |

A line-of-credit for $1,250,000 executed by a separate legal.entity managed by
RNO, was incorrectly posted to RNQO’s general ledger.

Donations of cash on-hand and commitment in excess: of $272,000 at
December 31,2012, were not recorded prior to the effect of audit adjustments.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND QUESTIONED.COSTS, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Financial Statement Findings and Responses, Continued

Reference Number, Continued
2012-01

Condition, Continued

. A fiet‘ainoiint 6f'$19,807 resulting from the:effect of various adjustments was
recorded in the general ledger-as miscellaneous income. Management was
unable to.gp__rovi'de supporting documentation.

mclude the assomated nsks if any, of its mtemal control over ﬁnanc1al reportmg In
addition, the personnel size of RNO blends to:an inadequate segregation of duties within
significant. general ledger accounts, procésses and financial reporting, Such a condition was
evidentin the Ievel of oversight of the financial reportmg cycle.

Context

Total expenses for the. year'endcd December.31, 2-01'2 were $1,498,456.

Effect or Potential Effect

Poteritial risk or weakness associated with the mtcmal control -over RNQ’s financial
reporting cycle.

Cause
Completeness of financial reporting closing process to facilitate the timely analysis and

review to ensure the completeness of all financial statements prepared for manageiment-and
board review.

35



: RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND.RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Se‘ctibn I - Financial Statement Findi_ngs and Responses; Con’tinuéd

Reference Number, Continued
.2012-01

Recommendation

Management should continue to. revisit with its current genefal ledget processing system,
plan, and require that all monthlytransactions are recorded in the general ledger system on
atimely basis, the process should also include the maintenance of all supporting docuimients
to support the basis for all recorded transactions. Further; the necessary periodic analysis
should be performed timely with all resulting adjustments, if any, posted immediately.

Managemént’s Response:and Planned iCoi'-i'ectiVé* Action

- Effective immediately, all financial transactiofis- will ‘be recorded within one (1) day of
receipt in the accounting, départment and subsequcntly posted in Compeat (current
accounting’ software). Further, the-accounting deparunent will verify-that all supporting
‘documents are attactied to evidence'the transactions and ﬁ]ed accordmgly
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31,2012

Section 1I - Financial Statement Findings and Responses, Continued

Reference Number
2012-02

Criteria

The management of RNO is responsible for estabhshmg and maintaining adeqiiate internal
control over financial reporting, Such responsibility includes monitoring of all grants-and
associated activities, awards and/or .donations to- ensure the complete and umely reporting
to grantors and othels -

Condition:

Currently, RNO does not havea centralized and a coordinated systerh in place to facilitate
‘the effective monitoring of compllance with.its contractual responsibility to its funders,,
program deliverables, and the accumulation;of costs for reporting to grantors and/or donors
particularly for donor imposed restricted funds.* For two (2) grant awards, we were unable
to independently verify compliance with the programymatic and financial teporting
requirements. Further, wenoted no approved modification on file to support changes to the
required.reporting requirement by-a donor. A subsequent cost report made available to us
* was without the benefit of documentation to support cost reflected on the report as incurred.
However we noted that RNO received funding in the subsequent year.

Context
Total expenses for the year ended December 31, 2012 were $1,498,456.
Effect or Potential Effect

The potential for noncompliance Wwith program activities to include deliverables within
established timelines with resulting risk in eligibility of incurred costs.
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| RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section 11 - Financial Statement Findings and Responses, Continued

Reference Number, Continued

2012-02
Cause
~ Lack of effective coordination between all internal stakeholders associated with the
monitoring, preparation and submission of external reports pursuant to the respective
agreements. : :
Recommendation
Management should revisit withi its current procedures to énsure the éstablishment 6f an
enhanced coordination. of all parties. involved in the report preparation and submission
process. Also, documented evidence should be maintained on file to support all attdined

prograiii compliarice requirements. -

Managemerit’s Res or‘isegai_“hd‘?Plann“ed"Corifécti‘i"e-Action

RN_Q' has created a folder on its network toarchive all documenfs pertaining to development
andprogram funds. This processshould providetimely view and access for all:stakeholders.
Finally, these program documents will be:scanned and filed accordingly.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section 11 - Financial Statement Findings and Responses; Continued
Reference Number
2012-03
Criteria

The management of RNO is résponsible for the completeness of its: financial statements to
include all ex_temal_lfy ‘slibl‘nitted'.r'eports.

Condition

The lack of an effective -ééordiﬁatioil between all stakeholders i'm‘paéfed the completeness

inrecorded transactions: As aresult, the December31, 2012:auditreport included significant

audit adjustments to fairly:state the financial statements.

Context ‘. o |
Total eigpenSesfor‘ﬂie'year ended D‘ece;mbe,rB 1,2012 were $1,498,339
Effect or Potential Effect |

Incomplete fma_ncial statéments which may impact the ability of management to make
inforined judgements about the operations of RNO. :

Cause

Inadequate coordination of activities between all .internal stakeholders impacting RNO’s
financial reporting processes. :
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section I1 - Financial Statement Findings and Responses, Continued

Reéference Number, Continued
2012-03

Recommendation

Weirecommend that management revisit with its existing finaticial and program reporting
processes-to ensure the timely and accurate accounting and recordation of all financial
activities.

M‘anagemént?s-Resp"dnse and Planried Correcﬁve Action
Ona monthly basis the Chief Executive Officer, the accounting department and RNO’s

neighborhood partner will review and discuss the- ﬁnan<:1al statementsand associated; general
ledger.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Financial Statement Findings and Responses, Continued

Reference Number
2012-04

-.Criteri‘a

Article XI of the Cooperative Endeavor Agreement (CEA) between RNO and the State of
Louisiana (State) states:

RNO “hereby covenants that it owis, will acquire title to, or obtain servitudes-for the
property upon which the Project is to be located and that it shall not, while any of the
Project Bonds remain outstanding, or during the term of this Agreement, transfer,
convey, sell, mortgage, assignor otherwise: ahenate its,ownership or servitude rights
in the land or real property-and. appurtenances which.constitute the Project. Projects
to be located by permits on existing property of the State or'apolitical subdivision of
the State are-exempt from these ownership requuements

Further, Article XVIII qumres all modifications to be-u; writing.and-duly signed.

Condition

An executed agreement provided to us by RNO reflects the transfer of 99.99% of the
building and structures to another entity contrary to the reqmrements of the CEA with the
State.

Itis our understanding through discussion with management that RNO has a member interest

as well as a call option at the end of five (5) years on the tax credit investor’s membership
interest.

41

e i > -



RECONCILE NEW ORLEANS, INC. |
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31,2012

Section II - Financial Stsi.temeﬁt'Findings and Responses, Continued
Reference Number, Continued
2012-04
Effect or Potential Effect
Potential- nonc_ompl-iancetwit}vr the ‘_;equifejnents,.of the;CEA with the State.
Context |

Total capital outlay award eg;p‘cnde_d under-the CEA with the State for the year ended
December 31,2012-was $430,552. -

Cause

Lack of an effective momtonng process to ensure RNO’s compliance in all contractual
agreements. -

Recommendation

Managementof RNO should pursuant to Article XVIII of the CEA reduce its understandmg
with the State of the modification to wntmg, duly signed.

Management’s Response.and Planned Corrective Action

Managements will work with the State to secure the necessary documents..
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, RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Financial Statemeént Findings and Responses, Continued

Reference Number
2012-05

Criteria

* Management of RNO is responsible for identifying award programs and understanding and
- complying with its compliance:requirements.

Condition

Fora Department of Justice grant award, w,'e-\"rqe'ré tinable to reviéw the supporting documents
for the cost incurred, billed and reimbursed in the.amount of $56,293 duringthe year ended
December 31, 2012.

Context

Total expenses for the year ended December 31, 2012 were $1,498,456.

Effect or Potential Effect

Deficiencies in RNO’s internal control system to ensure the provision of an audit trail for
specific program transactions.

Cause

No clearly defined roles between the program and accounting staff relative.to the preparation
and submission of reports to third parties.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Financial Statement Findings and Responses, Continuéd
Reféerence Number, Continued
2012-05
Recommendation.
We recommend that management continues tore-evaluate its internal coritrol design, develop
and implement procedures and processes tofacilitate the accumulation of specific program

financial information to support all reports submitted to the funding sources.

Management’s Response an'd Pianne'd-Cd"rrective”Action'

‘The Chief Executive Officer, accountmg staff and program: depaitment will meet on a.
periodic basis to discuss processing and submission of all required reports Further, all

required documents will be scanned and kept in folders. The accounting department will
continue to monitor the processing-of theszonnatlon for internal purposes.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Financial Statemeént Findings and Responses, Continued
Reference Number
2012-06
Criteria

Louisiana Revised Statute 24:513 requires the submissjon of audited financial statements
within six (6) months of year end or within an dpprovéd extension request.

C(_mdiﬁon

The éudited financial statements as of and for the year ended December 31, 2012 were not
_ published by June 30, 2013 (statutory due-date).

_ Total ekpenses for the year‘f_:nded December 31,2012 were. $1,498,456.

Effect or Potential Effect

Noncompliance with the statutory due date-requirement of Lotiisiana Audit Law.
Cause

Nature of RNO’s accounting records to include timing in the resolution of open items to
conclude on the 2012 audit.
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- RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES; CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Fin,ancii;lf?Statement-'Findings and Responses, Continued

Reference Number, Continued
2012-06

Recommendation

Management should re-evaluateits firiancial fepérting: processes with an aimed towards its’

completeness to facilitate the tlmely, and efficient preparation. of complete financial
statements.

Management’s Res onse»andrPlannec_l;.Cbﬁ'ec'ti‘ve Action

The Chief Executive Officer: andxthe accountingdepartment staff have begun the preparatlon
for the 2013 audit. RNO has taken'the necessary stepsto alleviate late filing. Al112013 files
have been boxed and reddy with all supporting documents attackiéd. The early-availability

of required files and documents should allow fora tlmely submission of our audlted financial
stateinents.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Financial Statément Findings and Requhses_, Continued

Reference Number
2012-07

Criteria
Managemerit is responsible for all service providers’ deliverables, subject to initidl board
approval, where applicable where applicable. Further, management has the respons1b111ty
to retain all reqmred documents to support economic-évents executed. by’ RNO.
Condition
We noted several intercompany transactions involving the rehabilitation of the building
located at. 1631 Oretha Castle Haley Boulevard to include the incorporation of several
organizations.in connection with the referenced project by RN O’s legal counsel.
Further, we noted executed loan transactions and capital investments with the:refereticed
entities. Howéver, wenoted no‘evidence of specific board.approval to include the complete
retention of legal and contractual documents to support and facilitate a compléte and accurate.
accounting of all the associated transactions:

Context

Total value of all transact_ions: was approximately $4,800,000 between the related parties
through December 31, 2012.

Effort or Potential Effect

Inadequate trail to ensure-the completeness in recorded economic events.
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. - RECONCILE NEW ORLEANS,INC. - .
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section II - Financial Statement Findings and Responses, Continued

Reference Number, Contmued
2012-07 '

Cause

Transitional c,haller,;g_gsat’ the-executive management level coupled with thelack-of a system
in place to ensure the required documents for all economic transactions.

_R'ecommendation

ensurmg the retentlon of documented ev1dence of all transactlons to mclude the necessary
board approval where. ,apphcable to support all executed- transact;o,ns ,

anagement’s Response and Planned Corrective Action

The Finance-Committeeis working on the development-and iinplementation of policieés to
address related.party transactions.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED.
FOR THE YEAR ENDED DECEMBER. 31, 2012

Section III - Federal Award Findings and Responses

No federal award findings were reported for the year :ended'Decenib_er"le,,20‘12.,
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'RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section IV = Status of Prior Year-’s,«Findings and Responses

Reference Number
2011-01

Condition

Currently, RNO does not possess the in-house capacity to facilitate the complete and
accurate preparation of its financial statements to include related footnote disclosures
pursuant to the requirements of generally accepted accountmg principles.

Furthermore; RNO does not have adequate-documentation. of the 31gn1ﬁcant components to
include the associated risks, if any, of its internal control over financial reporting. In

addition, the personnel size of RNO blends. to. an inadequate segregation of duties within.

significant general ledger accounts, pro'cesses and financial reporting.

(Thisisarepeatof sumlarpnor year findings reference numbers 2010-01,2009-04,2008-01, |

. 2007-01 and 2006-01).

Recommendation
.We recommend that management of RNO continue to evaluate its current internal control
with an aim towards minimizing' potential risks that may result from its. inability to
adequately safeguard its assets. Such an evaluation should include the level of
interdepartmental coordination necessary to facilitate complete and: accurate financial
reporting.

Furthermore, the Board of Directors should continue its oversight through an effective use
of committees to review and evaluate financial reports and programs, accounting processes
and policies on an ongoing basis.

Current Status

Unresolved. See current year’s ﬁndirigs reference numbers 2012-01 and 2012-03.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section IV - Status of Prior Year’s Findings and Responses, Continued
Reference Number

2011-02
Condition
Currently, RNO-does not have a centralized and coordinated-system in placeito: facilitate the
effective monitoring. in compliance of contractual, program deliverables and accumulation:
of cost for reporting to grantors and/or'donors for donor imposed restricted funds.
(This condition is similar to prior .y'ea;_ﬁndmgs reference numbers 20'lj0-02- and 2010-03).
Recommendation
Management should revisit it§ 'cun'eht procedures to ensure enhanced coordination of a1'1_
parties involved. in the report preparation and submission process. Also, documented
evidence should be maintained on file to support all program compliance.

- Current Status

Unrésolved. See current year’s finding referencé number 2012-02.
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. RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section IV - Status of Prior Year’s Findings and Responses, Continued
Reference Number

2011-03
~ Condition
The December 31, 2011 audit reportincluded s1gmﬁcant audlt adjustments to fairly state:the
financial statements. This, condition was further compounded by the resignation of the -
Business Manager which unpacted our ability to perform and effective, efficient, and txmely -
audit. ‘

Recommendation

We recommend that management revisit w1th its.existing financial and program reporting

processes to ‘ensure the: tlmely and’ accurate accounting and recordation of all finangial.

activities.

Current Status

Unresolved. See.current yeér’.s finding reference number 2012-03.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section IV - Status of Prior Year’s Findings and Responses, Continued

Reference Numbers
2007-02, 2006- 02 2005- 01, 2004-01
and 2003-01

Condition

Our review of RNO.fixed assets revealéd the absence of a formal writtén policy to ensure
the'timely and accurate accounting and recordation of all fixed assets activities:(purchased
and donated), to include the related depreciation. Also, we: noted no formal, written:policy

for the management of food. 1nventory

" “The current fundraising pr ocedures do not prov1de for-adequate and cons1stent tracking of
all fundraising activities.

Recommendation

Werecommend that managementof RNO establish and implement aformal'system to ensure
that all purchases donations and sales, if any, of assets-are properly recorded to minimize
the potential risk of loss:from. msappropnatlon and erroneous financial staterhent reporting.
That process should include periodic arid year end reconciliation of the:physical inventory
count to the,general ledger 4nd adjustments, if any; made-accordingly.

Furthermore, depreciation expense on all capitalizeable assets should be recorded on a
monthly basis to accurately reflect all financial statement activities of RNO.

Finally, the current fundraising procedures should be revised to .include the adequate
tracking, complete and timely reporting and recordaiion of all fundraising activities.

Current Status

Resolved.
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RECONCILE NEW ORLEANS, INC.
SUMMARY SCHEDULE OF FINDINGS AND RESPONSES, CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2012

Section IV- Status:of Prior Year’s Findings and Responses, Continued

Reference Numbers ,
2007-03, 2006-03, 2005-02, 2004-02
and 200303

Condition

Currently, the financial statements for. RNO are compiled by its fee accountant. However
wenioted no formal written accounting policies and procedures manual to addtess policy

issues, processes and procedures relating to RNO’s internal control, chart of accounts,,
general ledger, cash receipts, disbursements; procurement, cash management, mvestments.

fixed assets, checksigning, cashflow forecastmg and budgeting.

Recommendation

We recommend that management of RNO develop and: 1mplement anaccounting policies:and

procedures manual.
Current Status

Resolved.
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RECONCILE NEW ORLEANS, INC.

EXIT CONFERENCE

An exit conference was held with representatives of RNO. The conténts of this report were
discussed and managemeént is in agreement. Those persons in attendance at the exit
conference were as follows: '

RECONCILE NEW. ORLEANS, INC.

Gleﬁ,AnnantrQut : -- Chief‘Executive Di're'cto;'*
Michelle Ordogne = = ' -~ Business Manager -
Phyllis-Cassidy, CPA -~ Fee Accountant

Mr. Paul K. Andoh, Sr., CPA, MBA, CGFM  --  Partner
Ms. Toni Murphy -~ Semior
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ABruno & Tervalon v.r

%?Ceru‘fied 'Public Accountants

Member Alcide J. Tervalon, Jr., CPA
Amerlcan Institute of Waldo J. Moret, Jr., CPA

Certified Public Accountants Paul K. Andoh, Sr,, CPA
Society of Louislana : Joseph A. Akanji, CPA

Certified Public Accountants (Retired)
Michael B. Bruno, CPA (2011)

INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS
RELATED TO INTERNAIL, CONTROL

To the Board of Directors
Reconcile New Orleans, Inc.
New Orleans, Louisiana

In planning and performing our audit of the financial statements of Reconcile New Orleans
(RNO) as of and for the year ended December 31, 2012 in accordance with auditing
standards generally accepted in the United States of America, we considered RNQ’s internal
control in order to determine our auditing procedures for the purpose of expressing an
opinion on the financial statements and not for the purpose of expressing an opinion on the
effectiveness of RNQ?s internal.control. Accordingly, we do not express an opinion on the
effectiveness of RNQO’s internal control. : :

Asa patt of our audit, we became aware of certain other matters that are opportunities for
strengthening internal control and operatmg efficiency. In addition, we reviewed with
management the status of prior year’s other matters. We previously reported on RNQ’s
internal control over financial reporting in our report dated February 24, 2014. This letter
does not affect our report dated February 24, 2014 on RNO’s internal control over financial
reporting or the financial statements of RNO.

We will review the status of these other matters during our next audit engagement. We have
already discussed these other matters with RNO’s personnel, and we will be pleased to
discuss these other matters in further detail at your convenience.

4298-ELYSIAN FIELDS AVENUE 6424 LAKEOVER RD., SUITE A
NEW ORLEANS, LA 70122 : ’ JACKSON, MS 39213
(504) 284-8733 FAX (504) 284-8296 (601) 366-2344 FAX (601) 366-8440



INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

__RELATED TO INTERNAL CONTROL,
(CONTINUED)

Current Year’s Other Matters
2012

The following is our current year’s other matters related to internal control:

Reference Number
OM 2012-01

Condition

We judgementally selected ten (10) cash receipt transactions from the October 2012 (month
judgementally selected fortesting) detail general ledger noting, no supporting documentaﬁon
for four (4) of the ten (10) recorded cash receipt transactions tested.

Further, in four (4) of the ten (10) cash receipt transactionstested, we noted no sequentially
pumbered receipts in accordance with RNO’s Financial Accounting Policies and Procedures
Manual.

Also, in three (3) of the ten (10) cash receipt transactions tested, we were unable ‘to
independently verify the timeliness within which receipts were deposited as checks received
are neither stamped received nor receipted as of the date received.

Recommendati

Management should ensure through periodic monitoring staff compliance with Board
approved policies and procedures.

Management’s Response and Planned Corrective Action

RNO through its new software (Compeat) and services of an accounting firm, will enhance
the level of oversight needed to ensure compliance with Board policies.



INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

RELATED TO INTERNAL CONTROL
g (CONTINUED)

Current Year’s Other Matters, Continued,
2012

Reference Number
OM 2012-02

Condition

Our review of RNO’s internal control procedures in place with respect to cash receipts,
revealed excessive functions performedby the current office manager, including opening the
mail, depositing cash, to include access to unsealed restaurant cash after the count, etc.

Additionally, credit cards receipts submitted to the bank for processing are not reconciled to
original receipts as processed to ensure accuracy and completeness of submitted receipts.

Recommendation

We recommend that management revisit with the current process and develop offsetting
controls (understanding the size of RNO) aimed at mitigating the potential risks described.

Management’s Response and Planned Corrective Action

RNO has changed certain duties of the accounting department personnel relative to opening
mail, etc. This function and task have been delegated to the Chief Executive Officer’s
administrative assistant for processing. Further, cash receipts received by the accounting
department are now verified and deposited by the restaurant manager.



INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

RELATED TO INTERNAL CONTROL
(CONTINUED)

Current Year’s Other Matters, Continued,
2012

Reference Number
OM 2012-03

Condition

Wejudgementally selected thirty (30) cash disbursement transactions from the October 2012
(month judgementally selected for testing) detail general ledger noting the following
conditions: '

0

Seven (7) of the thirty (30) cash disbursements lacked supporting documentation in
the form of invoices, approved request for payment etc.;

We were unable toindependently verify that twenty-three (23) of thirty(30) invoices

- reviewed were stamped paid or cancelled upon payment in accordance with RNO’s

Financial Accounting Policies and Procedures Manual,

We were unable to independently ascertain the reasonableness and allowability for
non grant cost for twelve (12) of thirty (30) invoices tested;

We were unable to independently review in thirty (30) of the thirty (30) disbursement
transactions for proof of mathematical verification in accordance with RNO’s
Financial Accounting Policies and Procedures; and

Noted incompleteness (nanagement approval) in documents provided to us in two.(2)
of thirty (30) transactions tested, and insufficient supporting documentation to
facilitate our determination of contract compliance for one (1) of the thirty (30)
transactions tested. "



INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS
RELATED TO NAL CONTROL
, (CONTINUED)

Cirrent Year’s Other Matters, Continued,

2012

Reference Number, Continued
OM 2012-03

Condition, Continued

Additionally, we were unable to verify correctness of the general ledger line item
classification and related account code based on documents provided to us, in thirty (30) of
the thirty (30) transactions tested pursuant to RNO’s Financial Accounting Pohmes and

Procedures Manual. '

Further, based on documentation provided for our review, we were unablé to independently
verify whether purchases of non food items over $500 were approved in advance by the
Office Manager pursuant to RNO’s Financial Accounting Policies and Procedures Manual.

Recommendation

_'Management should provide an enhanced level of over51ght to ensure comphance with
established pohc1es and procedures.

Ma‘nagement_’s Response and Planned Corrective Action

The Quickbooks software system did not have the ability to house such information which
caused issues with inaccurate data. RNO has updated its accounting software which now
has the capacity to fully capture food cost, food item, and will allow management to monitor
and identify erroneous entries.in a timely matter.



INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

RELATED TO INTERNAL CONTROL |
(CONTINUED) ~

Current Year’s Other Matters, Continued,

2012

Reference Number
OM 2012-04

Condition

We noted through discussion with RNO’s office manager (relative to payroll processing) that
salaried employees are paid their full bi-weekly salary unless leave usage is reported by the
employee. Additionally, leave balances are not independently tracked by the office manager.

Further, based on our reVieW'of thé final payroll reports for thetwo (2) pay periods tested,
(October 6, 2012, and October 20, 2012) we were unable to independently verify payroll
approvals by designated management personriel. B

‘While gross and net pay were properly computed baséd on rates and hours used by the office
manager, we are unable to independently verify their correctness:due to outdated employee
agreements for all three (3) employee files tested.

Furthermore, we noted missing documents required to support Form I-9 in two (2) of the
three (3) employees tested. Manual changes were noted as made to RNO’s “POS” system
generated hours in one (1) of three (3) employee files tested without documented

explanation,

Likewise, wenoted in one (1) of six (6) payroll transactions whereby time noted as vacation
hours was classified as regular time worked in the payroll register.

Finally, in one (1) of six (6) transactions tested, the total hours paid was 12.60-hours more
than the total hours reported by the-employee.



INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

RELATED TO INTERNAL CONTROL
(CONTINUED)

Current Year’s Other Matters, Continued,
2012

Reference Number, Continued
OM 2012-04

Recommendation

Management should revisit with its control processes as it relatesto payroll processing to
ensure its integrity.

Management’s Response and Planned Corrective Action

Because payroll is approved through electronic files, there are no signed documents to
evidence management approval. We recognize that through the transition and being
understaffed may have caused the errors cited. However, management will continue to
develop procedures to ensure the complete verification and validation of all payroll
transactions. The current process has been revised to have multiple documentation of
verification-and-validation with all resulting physical documents filed accordingly.



INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

RELATED TO INTERNAL CONTROL
‘ (CONTINUED)

Current Year’s Other Matters, Continued,
2012

Reference Number
OM 2012-05

“Condition

Outstanding checks dated as far'back as 2007 totaling approximately $25,000 were written
off subsequent to December 31, 2012 rather than reclassified to amounts payable and
reported to the state in accordance with the State of Louisiana Escheat Law.

Further, deposits in transit totaling approximately $11,000 were recorded priof to October
2012 ‘without proper supporting documentation and subsequenﬂy written off after
December 31, 2012 without written explanation.

Recommendatio

Management should ensure that all financial transactions are adequately supported and where
necessary approved by management prior to recordation in the general ledger.

Management’s Response and Planned Corrective Action

Management has instituted new procedures to minimize, if not eliminate the factors thathave
caused the referenced condition.



INDEPENDENT AUDITORS’ liEPORT-ON OTHER MATTERS

RELATED TO INTERNAL CONTROL
(CONTINUED)

Current Year’s Other Matters, Continued,
2012

Reference Number, Continued
OM 2012-06

Condition

Although the size of RNO’s personnel limits the extent of separation of duties, we believe
that certain steps could be undertaken to separate incompatible. duties (custodial and
recordation) and also enhance management and board oversight.

(This condition is-a repeat of a similar prior year other matter reference number OM 2010-
03).

Recommendation

We recommend that management and the Board re-evaluate the current internal control
processes-and procedures with an aim towards strengthening various key areas such as fixed
assets, food inventory control, cash receipts and disbursements, etc.

Management’s Response and Planned Corrective Action

Management has contracted with a firm to provide oversight in its accounting reporting cycle
to include the monthly preparation of financial statements.



INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

‘ RELATED TO INTERNAL CONTROL
(CONTINUED)

Current Year’s Other Matters, Continued,

2012

Reference Number
OM 2012-07

Condig'bn

We noted no written formal cost allocation policy and/or classification plan.

(This condition is a repeat of a similar prior year other matter reference nimber OM 2010-
05). ,

As a part of RNO’s annual budget preparation process, costs are allocated between the
various departments. However, the current general ledger structure does. not facilitate the
classification of cost between program, management and general, and fundraising categories.

Recommendation

We recommend that RNO develop a written formal cost allocation policy that provides for
a systematic allocation of shared costs and complete classification of costs.

Management’s Response and Planned Corrective Action

Management has contracted with a firm to provide oversight in its accounting reporting cycle
to include the monthly preparation of financial statements.
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INDEPENDENT AUDITORS’ REPORT ON-OTHER MATTERS

_ RELATED TO INTERNAL CONTROL
: (CONTINUED) )

Status of Prior Year’s Othier Matters
2011 and Prior

The following is a status of prior year’s other matters related to internal control:
Reference Number
OM 2011-01
 Condition
Currently, RNO has contracted with a service provider, its payroll processing and related tax
filing services. However, we noted no established system in place to-ensure that all required
Federal, State and Local taxing authority reports are complete and filed timely. “
Further, we noted no procedure to ensure the retention of all required reports.
0 atio

Management should revisit with its current policies as it relates to all taxing authority reports
to ensure the completeness and timeless in all filed reports.

‘Current Status

Management will revise its Accountmg and Procedures manual to incorporate t]:us
recommendation.
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INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS
RELATED TO INTERNAL CONTROL
(CONTINUED) '

Status. of Prior Year’s ther Matters, Continued
2011 and Prior

Reference Number
OM 2011-02

Condition

As aresult of our review of RNQ’s various financial reporting processes, we noted no
documented evidence to support management’s continuous review and oversight of the
process. ‘

Recommendation

We recommend that management consider the use of an initialing and dating of work
performed beyond the level of the preparer, such a review should include all key internal
control processing areas (bank account reconciliations, significant general ledger account
reconciliations and analysis to include payroll etc.).

Current Status

Management has contracted with a firm to provide the level of oversight necessary in its
financial reporting cycle.
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INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS
RELATED TO INTERNAIL CONTROL
‘ (CONTINUED)

Status of Prior Year’s Other Matters, Continued
2011 and Prior

Reference Number
OM 2011-03

Condition
Stale dated checks included in December 31,2011 bank account reconciliation is‘due in part.
to issues associated with voiding checks using the Quickbooks Pro Software system.

Because of software issues which results in the restating of previously reconciled bank
accounts after period close, RNO continues to carry the checks on its reconciliation.

ecommendatio

Management should explore other avenues to ensure resolution to the referenced condition.

Q&M

Subsequent to year end, management has resolved this condition.
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INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS
___RELATED TQ INTERNAL CONTROL
(CONTINUED)

Status of Prior Year’s Other Matters, Continued
2011 and Prior

Reference Number
OM 2010-01

Condition

Our review of the bank account reconciliations for December 2010 revealed the following
conditions: '

« The reconciled balance at December 31, 2010 of $172,608.08 did not agree to the
general ledger balance of $175,501.19 for a difference of $2,893.11.

« Noted several checks outstanding for periods greater than one hundred and eighty
days at December 31, 2010 totaling $9,347.41.

Recommendation

As a part of the monthly bank account reconciliation processes, RNO should review and
resolve all stale dated checks within a reasonable period of time.

Current Status

Resolved.
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INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS
RELATED TO INTERNAL CONTROL
(CONTINUED)

Status of Prior Year’s Other Matters, Continued
2011 and Prior

Reference Number
OM 2010-02

Condition

A'test of the operating bank account reconciliations for April and December 2009, revealed
a situation where for both months, the beginning general ledger balances reported on the
bank reconciliations did not agree to the beginning balances in the general ledger.

Additionally, the reconc111at10ns included stale dated checks some dating as for bank as

October 2008.

Stale dated checks outstanding at December 2009, totaling $4,901, were traced to the latest
reconciliation dated April 2010, and noted the condition still outstanding.

Recommendation

The established monitoring and oversight procedures should be adhered to in order to ensure:
the timely and complete resolution of differences noted in all monthly bank account
reconciliation performed. :

We recommend that management strengthen its oversight over its bank reconciliations
process.

Current Status

Resolved.
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INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

RELATED TO INTERNAL CONTROL
(CONTINUED)

Status of Prior Year’s Other Matters, Continued
2011 and Prior

Reference Number
OM 2010-03

Condition

During 2009, RNO caused to be executed on its behalf several settlement statéments in
conjunction with properties donated to RNO.

However, the fair value of the donated properties to include any related documents associated
with the transaction were unavailable for review and/or recordation.

Furthermore, the properties’ estimated fair value had not been reflected in RNO’s general
ledgeras of December 31, 2009 prior to the effect of audit adjustments.

Recommendation

We recommend that the documents associated with the donated assets be secured and the
necessary general ledger recordation undertaken accordingly.

Current Status

Resolved.
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INDEPENDENT AUDITORS’ REPORT ON OTHER MATTERS

' RELATED TO INTERNAL CONTROL
(CONTINUED)

****.*******‘**#.*,***********************,****:*

We wish to thank you and your staff for the support afforded us during our audit.
RNO’s response to the other matters related to internal ‘control desczibed in our audit is ‘
described in this report under the caption “Management’s Response and Planned Corrective
Action” or Current Status”. '

We did not audit RNO’s response and accordingly éxpress no opinion on it.

This report is intended solely for the information and use of the Board of Directors,

management, and its regulatory agencies and is not intended to be and should not be used by
any one other than these specified parties.

BRUNO & TERVALON LLP
CERTIFIED PUBLIC ACCOUNTANTS
New Orleans, Louisiana '

February 24, 2014

ABruno g Tervalon u» |,
%E’ Certified Public Accountants




